INTRODUCTION AND BACKGROUND
The economy of Bangladesh has experienced significant shifts in trade, fiscal, industrial, agricultural and financial policies over last two decades. Bangladesh is significantly dependent on external resources and at the behest of the World Bank and the International Monetary Fund, Bangladesh adopted a set of structural adjustment policies that impacted on all sectors of the economy and every aspect of the short-and medium-term economic management.
The key sectors embodying the pace of reforms are agriculture industry, external trade, finance and banking and foreign exchange. The reform process has been discussed in detail in the literature (see for example, Jahan, 1998; Hossain and Alauddin, 2005; Sobhan, 1996) . This paper does not repeat their arguments. Suffice it to say that reforms under the structural adjustment programme were activated through a set of comprehensive economic policies through which the government (a) acted directly to restructure taxation and the provision of social services, and (b) intervened in the market to change pricing behaviour to create a favourable environment for investment and growth. On the whole, therefore, the reform process represents significant changes in policy direction in almost all spheres of economic activity in Bangladesh. The policy base has shifted primarily from one of state interventionism to one of greater reliance on the operation of the market forces. This paper provides a broad overview of the recent developments in the Bangladesh economy paying particular attention to the trade liberalization phase. Section 2 examines the performance of the Bangladesh economy in terms of broad economic indicators including growth rates in GDP its composition and stability. Section 3 discusses the performance of the external sector and implications of the changes that it has experienced. It argues that despite significant changes, the Bangladesh economy lacks diversification and rests on a narrow base. Section 4 overviews the environmental implications of growth and change in the Bangladesh economy. Section 5 presents some further observations on the process of development. Section 6 concludes the paper. Table 1 presents an overview of trends in the Bangladesh economy in respect of growth in GDP and it three major components: agriculture industry and services. Since the 1970s, the share of agriculture has lass than halved while the share of industry more than doubled albeit from a very low base. The contribution of the services sector seems to be disproportionately high. The significant decline in the share of agriculture in GDP is in contrast to the growth in the services sector rather than the industrial sector, which accounts for only about a sixth of the GDP. The average growth rates in GDP and its components are set out in Table 2 . It can be clearly seen that the 1990s have been characterised by higher growth rates in agriculture and industry. The average growth rates in the services sector in all decades and overall seem to be much the same.
AN OVERVIEW OF PERFORMANCE
One noteworthy feature of the growth process is a significantly higher variability during [1974] [1975] [1976] [1977] [1978] [1979] [1980] [1981] [1982] [1983] [1984] [1985] [1986] [1987] [1988] [1989] [1990] in respect of the growth rates in GDP, agricultural valued added and industrial value added. Thus the period since the reforms seems to be characterised by a greater degree of stability with higher growth rates. Table 3 provides some macroeconomic indicators since the late 1990s. This information suggests that during the post reform phase, Bangladesh could be characterised as a low inflation and a low deficit economy. The foreign exchange reserve situation, however, remains a cause for concern since, for much of the period, reserves were equivalent to 3 months imports except for 2001 when these dipped below this threshold.
Since the mid-1980s investment and savings as percentages of GDP have increased steadily (Table 4) . However, annual changes in savings and investment have fluctuated considerably with the former showing much higher orders of magnitude compared to those in investment. Rahman (2003, p.37) identifies three factors that might be at work simultaneously. These are:
• Non-conducive social environment for investment;
• High rates of interest intended to encourage savings might itself have arrested the pace of investment; and Sources: Based on BBS (1993, pp.66-67; 2003, p.489) . ADB (various issues). 1974-90 1991-2001 1974-2001 1974-90 1991-2001 1974-2001 
THE EXTERNAL SECTOR
The external sector has experienced significant changes in recent years. Table 5 Source: Mujeri (2003, p.17) . Table 6 provides evidence on the degree of openness of the Bangladesh economy over the years.
The indicators used are shares of export, imports and their sum in GDP for selected years. The changes are more noticeable in exports sector than in imports. On the whole, external trade accounted for nearly 30 per cent of GDP in 2000 compared to around a fifth in the 1980s. This growth has been steady rather than dramatic. Hossain and Alauddin (2005) , analyse the ratio of the real effective exchange rate for export and that for import, and confirm the significant outward orientation of the Bangladesh economy.
As can be seen from Table 7 , both imports and exports grew at much faster rates during the 1990s compared to the 1980s. The change in the composition of exports is also important. The combined share of food and agricultural raw materials declined from 31 per cent of total exports in 1980 to only 9 per cent in 2000. The share of manufactured items increased from 68 per cent to 91 per cent during the same period. While these changes are apparently significant, they mask the real strength of the export sector. Firstly, more than two thirds of the exports are accounted for by one item in one product group -readymade garments. Secondly, Bangladesh, export trade is concentrated in a limited market area -North America, primarily USA, EU and Japan.
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Thirdly, the export of readymade garments is characterised by high import intensity. While the real extent is not known, the value added in readymade garments is no more than one third of the total value of the industry output (Alauddin,1997, p.111 ). Thus the key objective of export diversification remains has not been attained since exports are still highly concentrated in a few goods, more precisely in one good, textiles and readymade garments. The lack of product diversification together with the present state of low export market diversification may render the Bangladesh external sector vulnerable to external shocks (see, for example, Hossain 2003). While value added per worker in Indian and Sri Lankan manufacturing sectors has increased significantly between the early 1980s and late 1990s, that for Bangladesh has increased only by 6 per cent. This is reflected more sharply in the value added-labour cost relativities. For Bangladesh, it has declined by 22 per cent compared to 28 and 22 per cent respectively for India and Sri Lanka. Thus Bangladesh's manufacturing is not underpinned by higher productivity, putting her in a low competitive edge relative to neighbouring countries.
While Bangladesh has experienced significant increase in trade overall, it engaged in little trade with its South Asian neighbours. According to Alauddin (2003a, pp.101-102) as of the late 1990s, less than two per cent of Bangladesh's export is destined for countries of South Asia. In the import trade of course, nearly a sixth of the total originate within the region, almost exclusively India. However, there is a significant incidence of illegal trade across Bangladesh's porous border with India. If one takes this into account, India's contribution to Bangladesh's imports is likely to be at about a quarter (further details are provided in Alauddin 2003a, pp.102-103).
One important feature of the post reform period is the increased inflow of foreign investment as set out in Table 9 . Foreign direct investment rose significantly since 1998. However, investments in export processing zones (EPZs) has shown fluctuated, reached a peak in 1999 and then declined in 2000. Mujeri (2003, p.14) .
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Major environmental changes have occurred in Bangladesh in recent decades due to the green revolution in agriculture and associated population increases along with spillovers from urbanisation and industrialisation. Figure 1 encapsulates various human activities that have contributed to these environmental changes in Bangladesh. Note that linkages explored in Figure 1 may also apply to other countries of the developing world.
• The introduction of the new agricultural technology has led to a considerable increase in water use for crop production. The phenomenal increase in land area irrigated has been due primarily to increases in the use of both surface water and groundwater. The use of surface water for irrigation has increased only slowly from just over 1 million hectares in the late 1960s to around 1.2 million hectares over a period of three decades, to the late 1990s. Over the same period, the area under groundwater irrigation has registered a spectacular 76-fold increase from 32,600 hectares to about 2.5 million hectares.
Closely related to the increased pattern of ground-surface water use in Bangladesh is the phenomenal increase in the area irrigated by modern methods (shallow and deep tube wells, low-lift pumps and large-scale canal irrigation). As a consequence, the ratio of the area irrigated by modern methods (labour-saving) to the area irrigated by traditional methods (labour-using) has shown a spectacular increase from about 53 per cent in 1969-70 to more than 900 per cent in 1996-97.
To a significant extent underground water is a non-renewable resource. While irrigation is regarded as an internal land-augmenting input that enhances land quality (Peterson 1987; Hayami and Ruttan 1985) , wastage and overuse is likely to limit the capacity to use this vital resource and sustain land quality in the longer term given the disturbing trend of the extraordinary growth in groundwater irrigation in absolute terms as well as relative to surface-water irrigation and land degradation (see for example, Prescott-Allen 2001, pp.198-200 ).
On the whole, therefore, agricultural growth in Bangladesh has entailed significant environmental damages. It seems clear that Bangladesh has failed to fully appreciate the value of environment as a factor of production. This may have resulted from both market failure and policy failure (Alauddin and Hossain 2001 ; see also evidence to support this position. The high environment environment-intensity of agricultural production in Bangladesh is reminiscent of factor proportions problems espoused by Eckaus (1955, pp.539-40) . The fragility of the physical environment exposed by the growth process has the potential to limit output to sustain a growing population. Unless corrective measures are taken in the near future the production function may shift inward typifying an outward shift of the production isoquant requiring more inputs to for the same level of output or less output for the same level of inputs (Alauddin 2003b, p.449) . Preliminary evidence from Bangladesh indicates considerable loss of potential output of rice due to environmental degradation (see for example, Pagiola 1995, p.31-32, Aasaduzzaman and Toufique 1997, p.460-64) . In South Asia with the exception of Bangladesh and India, food and beverage industry is the greatest source of water pollution. For Bangladesh, textiles are the singularly responsible for more than 50 per cent of the industry emission of organic water pollutants followed closely by the food and beverage industry. In India, textiles contribute more than 11 per cent of the same.
In South Asia (India excepted) major export earners, textiles, are also the greatest contributor to water pollution. This underscores South Asia's development dilemma. Bangladesh is no exception.
FURTHER OBSERVATIONS
Tables 11 to 14 present information on some socio-economic indicators of recent development in the Bangladesh economy. In terms of human development indices
Bangladesh is almost at the bottom of the ladder. The incidence of human poverty index is quite high in Bangladesh and has changed only marginally in the late 1990s. There has been a higher decline of poverty in urban areas as compared to rural areas. Thus the urban sector appears to have benefited more from the development process than the rural sector. As Tisdell and Alauddin (2003, p.198) observe:
Bangladesh's market-oriented reforms have not been associated with a reduction in the incidence of rural poverty. At the same time, however, there may have been a reduction in the incidence of urban poverty. … Furthermore, even if a reduction in the incidence of urban poverty happened to be associated with the increasing openness of Bangladesh's economy, it would be necessary to specify the nature of the association, that is, to what extent a causal relationship exists and the nature of the causal connection, if any. Tisdell and Alauddin (2003,p.196 ). Tisdell (2003, p.198 ). Tisdell and Alauddin (2003, p.198 ).
Further indicators of the incidence of rural poverty are provided in Table 13 . While the incidence of hard-core poverty has declined for all classes between the early and mid-1990s, the decline in absolute poverty is relatively slow. As for nutrition, calorie and protein intakes the results are mixed (Table 14) .
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CONCLUDING COMMENTS
The overall impact of the changes stemming from the reforms has been mixed (see for example, Sobhan 1996; Jahan 1998; Hossain and Aauddin 2005) . The transition from state-run monopoly to privatisation may have led to a more rational allocation of resources in the agricultural sector.
However, the distributional consequences of these changes in this sector have not necessarily been equitable (Jahan 1998) . As for export performance, while results seem encouraging in terms of its growth, exports are highly concentrated. The manufacturing sector has shown few signs of increases in productivity. The lack of product diversification together with the present state of low export market diversification may, however, render the Bangladesh external sector vulnerable to serious external shocks. There is evidence of reduction in hard-core poverty even though there is little evidence of improvement in human development and related indices. Furthermore, the development process has entailed significant environmental costs exposing the fragility of Bangladesh's physical environment. This chapter also finds evidence of significant environmental damage originating from the export oriented industries in Bangladesh.
